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4Introduction
The building and expansion ofthe European Dnioncontinues apace butits ties withpart-
ners in the developing world are also flourishing. The EDis byfar the biggest provider of
aid for developing countries, offering substantial flows offunds that are underpinned bya
rangeofinstrumentsforspecificpurposes. Amongthe recipients ofCommunityaid are the
overseas countries and territories (aCTs), amotleygroupofsmall countrieswhichhave as
their common factor a special bond with one or another ED Member State.
This brochurewill kick offbygiving aquicksummary ofthe milestones in European con-
struction and by explaining the role of Community institutions. After touching on the
Community'sexternalrelationsingeneral,weshallthenlookatthehistoryandmaininstru-
ments ofits developmentpolicy because the links between the Communityand the aCTs
cannot be understood without knowledge ofthe historical and institutional background.
Thesecondpartofthis introductionstarts bylookingat thespecial ties withthe aCTsand
traces thehistoryoftheirassociationwiththe Community. Oncethemembers ofthe group
have been identified, theirstatus vis-a.-vis the Communityand the African, Caribbeanand
Pacific States party to the Lome Convention (ACP) will be analysed (not forgetting the
French overseas departments (DaM) with which they are often confused).
Having sketched in the background, we can examine in detail the nature ofthe association
between the aCTs and the Community, including its legal basis, the areas ofcooperation
and the cooperation instruments available. This key chapter winds up with a list ofCom-
munity programmes for which the inhabitants ofthe aCTs are eligible.
We end bytryingtoglimpsewhatthefuture holdsinstorefor this enduringrelationship on
the eve ofthe next millennium.
5Glossary
ACP
DOM
ECU
EDF
EEC
EIB
EU
OCTs
6
African, Caribbean and Pacific States party to the Lome Convention
Departements fran~aisd'outre-mer (French overseas departments)
European currency unit worth USD 1.1 in February 1998
European Development Fund
European Economic Community
European Investment Bank
European Union
Overseas countries and territories1. Building the European Community
I.
A.
Inside the Community
Milestones in the creation
of the Community
Inmacroeconomicterms, thecompletionofthesingle
marketcanmaketheCommunitymorecompetitivein
theworldmarket.Inturn,this reinvigoratedCommu-
nity economy can stimulate the world economy by
offering new market outlets for suppliers inside and
outside the Community.
TheEuropeanCommunityhas 15 members: Belgium,
Denmark, Germany, Greece, Spain, France, Ireland,
Italy, Luxembourg, the Netherlands, Austria, Portu-
gal, Finland, Sweden and the United Kingdom.
All these countries are signatories to the Treaties that
have been the cornerstones of a united Europe. The
first foundation stone was laid in Paris in 1951 when
six countries (Belgium, Germany, France, Italy, Lux-
embourg and the Netherlands) signed the Treaty set-
ting up the European Coal and Steel Community
(ECSC). In 1957thesamecountries gatheredinRome
to sign the two Treaties settingup the European Eco-
nomicCommunityand theEuropeanAtomicEnergy
Community(Euratom),theirobjectivebeingtoestab-
lish an economic union and a common market.
Customs union came about on 1July 1968: customs
duties between Member States were abolished and a
commonexternal tariffestablished. Thiswas far more
thanamerecustomsunionsincean areawasbeingcre-
ated where goods, capital and services could circulate
ever more easily and matters such as foreign trade,
agriculture, fisheries, transport and other economic
sectors were covered by common policies.
The first enlargement of the European Community,
towardsthenorth,tookplace in 1973 whenDenmark,
Ireland and the United Kingdom joined. It then
expanded southwards, embracing Greece in 1981 and
Spain and Portugal in 1986.
The 1986 Single EuropeanAct, which revised the ear-
lierTreaties and enlarged the Community's sphere of
action,wasamajormilestoneofthelastdecade. Itgave
new impetus to the buildingofEurope bysettingthe
goal of completing the single internal market by the
end of 1992. This meant that the last obstacles to the
free circulation of goods and persons between Mem-
ber States, such as checks on customs duties, were
removed.
Firms that export to the Community benefit from a
single market made up of 345 million consumers and
governed by the same standards and procedures (or
ones that are mutuallyrecognised).Just like ComrilU-
nity firms, they have to comply with only one set of
standards, not 15, to market their goods in the whole
Community and also enjoy the added bonuses of
economies ofscale and more market flexibility.
TheTreatyonEuropean Union, signed inMaastricht
on 7 February 1992 and adopted two months later
(11 December1991) bytheHeadsofState orGovern-
ment,setthegoals ofpoliticalunionandeconomicand
monetary union.
In view of the events in eastern Europe, the Member
Statesdecidedtostrengthentheircommonforeign and
securitypolicy and, undertheMaastrichtTreaty, they
committed themselves to consultation and policy
coordination.
The Union gained three new members on 1January
1995, Austria, Finland andSweden, swellingitspopu-
lation to 380 million.
TheTreatyofAmsterdamof2October1997was afur-
thermilestoneonthepathtocloserunionbetweenthe
countriesandpeoplesofEurope.Emphasiswasputon
the need to promote economic growth and job cre-
ation while protecting fundamental social rights in
accordance with the European Social Charter. The
principleofacommonforeign andsecuritypolicywas
also adopted.
With many countries knocking at the door, the Com-
munity is set to expand once again. Currently, the
Commission believes that Cyprus,Hungary, Poland,
Estonia, the CzechRepublic and Slovenia will, in the
mediumterm, beinapositiontosatisfytheconditions
for entryinto the European Union. This enlargement
will bephased at apace appropriateto eachindividual
acceding country.
7B. European institutions ally at the request of Community institutions or a
national court.
The European Community has five institutions: the
European Parliament, the Council, the Commission,
the Court ofJustice and the Court ofAuditors. They
constitute its policy and decision-making machinery.
And as the Community has,changed and progressed,
so have its institutions, the main trend being towards
greater democracy.
Parliamenthadapurelyadvisoryrole attheoutsetbut
under the Maastricht Treaty it has been given the
power to 'participate in the process leading up to the
adoption ofCommunityacts'. Inpractice, this means
that there are instances where Parliament can amend
proposals that the Commission sends to it as well as
the Council.
Parliament is also entitled to take up any aspect of
Communityactivity, eitherdirectlybyreceivingpeti-
tions fromUnion citizens orindirectlyby appointing
an ombudsman to look into complaints and investi-
gate the activities ofCommunityinstitutions oragen-
cies. Formerly, parliamentarians were designated by
their national governments, now they are elected by
universal suffrage. The number of Members of the
European Parliament (MEPs) to which each Member
State is entitled is laid down in the Treaty.
TheCouncilrepresentsthe15 governmentsandis thus
made up of Heads of State or Government or their
ministers. Itis the decision-making (legislative) body
responsible for adopting directives, regulations and
otherlegislation. But, as mentioned earlier, the devel-
opment of the Community and its institutions has
given Parliament a greater say in the legislative pro-
cess.
The Commission, in contrast, is the executive organ
and has responsibility for ensuring that the Member
States applyCommunitylawcorrectly.Ifnecessary, it
can institute infringement proceedings against them,
proceedings that can lead to a Court ofJustice ruling.
There are 20 members of the Commission appointed
by the Member States for five-year terms. The Com-
mission has the right ofinitiative, which means thatit
makes proposals for legislation to the Council. Note,
however,thattheCommission,liketheCouncil,hasto
sharesomeofits powerswithParliamentas a result of
the Maastricht Treaty.
The 15 judgesand 8advocates-generaloftheCourtof
JusticeruleontheapplicationofCommunitylaw,usu-
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The Court of Auditors was put on an institutional
footing by the Maastricht Treaty. It is made up of 15
members appointed by the Council and its job is to
audit the Community's expenditure and revenue
accounts, and ensure that financial management is
sound.
As well as these institutions, there are three other key
bodies, one operational and two with a purely advi-
sory status.
TheEuropeanInvestmentBankwas setup,withcapi-
tal underwritten by the Member States, to finance
investmentoperationsintheCommunity,andthisstill
accountsforthebulkofits operations.Butundervari-
0us Communityprogrammes its sphere ofaction has
beenextendedto the developingcountries, theaCTs,
theACPStatesandtheMediterranean.Recently, ithas
moved into central and eastern Europe and Latin
America.
The Economic and Social Committee is an advisory
body representing employers, trade unions and other
interest groups. Where so provided in the Treaty, it
delivers opinions on Commission proposals before
their adoption by the Council.
TheCommitteeoftheRegionswassetupbytheMaas-
trichtTreaty and is made up oflocal government rep-
resentatives. It is consulted by the Council and the
Commissiononmattersinits sphereofcompetence.It
alsoworkshandinhandwiththeEconomicandSocial
Committee on issues ofcommon interest.
l.. _ _ ..c"""-__. _
Aruba: Bushiri Bay hotel training school, financed from
the 5
th EDF, is part of a regional tourism development
project.
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II. The Community on the
international stage
In its international relations, the Community strives
to stimulate world trade and promote the economic
growth of the poorest countries. The world's largest
trading block threw its weight behind successive
rounds of negotiations on tariff reduction. Its own
external tariffs, which average 5.6 %, are among the
lowest in the world.
Since 1971 ithas operatedasystemofgeneralisedpref-
erences aimed atstimulatingthedevelopingcountries'
exports. It has signed all the international commodity
agreements andsetupasubstantialfund tostabilisethe
export earnings ofmany producer countries.
It devotes part of its budget to aid programmes that
benefitalmostall thedevelopingcountrieswithwhich
ithas agreements. These agreements might offer trade
preferences and technical and financial assistance - a
major source of funds being the European Develop-
ment Fund, the financial instrument of the ACP-EC
Convention and the association with the aCTs- or
a broader form of economic cooperation.
A. External relations
The Community has bilateral and multilateral agree-
ments with countries of the Mediterranean and the
GulfCooperationCouncil, the AssociationofSouth-
East Asian countries (ASEAN), the Andean Pact and
a number of other countries in Latin America and
Asia.
Bonaire: Papa Carnes primary school, financed from the
3'd EDF.
PHOTO: HORST WAGNER
In the industrialised world the Community's ties are
strongestwith the USA andJapan, whichis natural in
view of the size of these three economies and their
weight on the world scene. But these relations also
reflect other things they have in common - democ-
racy and a market economy. The same holds true for
other economically advanced countries such as
Canada, Australia and New Zealand.
Thesecommonfeatures donotpreventthe emergence
of occasional trade conflicts but these conflicts have
never seriously threatened relations.
The Community and the countries of the European
Free Trade Association (EFTA) have enjoyed special
preferentialrelationssincetheearly1970swhentwoof
thefoundermembersofEFTA, theUKandDenmark,
joined the Community. Free trade agreements were
concluded with all the EFTA countries between 1972
and 1973 so as to avoid setting up customs barriers
betweenthetwonewmembersandtheirformerEFTA
partners.
The importance of these relations declined when
another three EFTA countries, Austria, Finland and
Sweden, joined the Community, leaving only a small
residual group: Iceland, Norway, Switzerland and
Liechtenstein.
Relations betweentheCommunityand its central and
eastEuropeanneighbours have added an excitingnew
dimension to the Community's external policy.
The major upheavals that have taken place in these
countries since 1989 have changed the political and
economic face of Europe. German unification meant
thatthe Communityhad to come up with afast-track
integrationprogramme for theformer East Germany.
Thecountriesinthis regionhave optedfordemocracy
and free trade and all wish to establish closerrelations
with the Community. For many the ultimate goal is
Community membership.
A new type of association agreement was created for
thissituation,givingrisetowhatare calledthe'Europe
Agreements'. In the meantime the system of genera-
lised preferences was extended to the east European
countries and the date for the abolition of quotas
brought forward. The Europe Agreements provide
notonlyforfree tradebutalso foreconomic andtech-
nical cooperation, financial aid and political dialogue.
As progress is made towards free trade, the Commu-
nity will lower customs duties and other barriers to
importsmorequicklythanits partners.Theassociated
countries will open their markets to Community
products in accordance with a flexible timetable tai-
lored to specific needs.
9Bonaire: The airport fire brigade was equipped with 3'd
EDF funding.
PHOTO: HORST WAGNER
The Communityhas been particularly careful to take
account of the individual circumstances of each ofits
central and east European partners and to provide
appropriate treatment.
B. Relations with developing
countries
TheCommunityhas beenestablishingcloserties with
the countries of the Mediterranean, the Middle East,
Cura~ao: The restoration of this traditional house was
financed from the 6
th EDF as part of a programme to
develop tourism in the Netherlands Antilles.
PHOTO: HORST WAGNER
Asia and Latin America but this North-South dia-
logue is built around a mucholderrelationship estab-
lishedwiththe overseas countriesandterritoriesatthe
time the EEC was set up by the Treaty ofRome. Part
FouroftheTreatysetuptheassociationoftheoverseas
countries and territories, at that time mostly colonies
and territories of France.
The first European Development Fund (EDF), pro-
vidingfor asignificantamountoffinancial aid, was set
,
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StEustache: The former governmentguest house was restored and converted to government offices and the tourist office
under the same programme.
PHOTO: HORST WAGNER
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upundertheImplementingConventiononthe aCTs
annexed to the Treaty as a tangible expression of the
Community'scommitmentto the developmentofthe
aCTs.
Then in the early 1960s some of the Member States'
colonies became independent States but almost all of
them were anxious not to lose the benefits of their
association with the EEC, which included not only
financial aidfor economic and social development but
also preferential access to the EEC market. For these
countries, the association took new shape in the form
of the Convention ofAssociation between the Euro-
pean Economic Community and Associated African
and Malagasy States (AAMS), which was signed in
Yaounde on 20 July 1963.
ThusthefledglingEuropeanCommunityenteredinto
financial and commercial commitments with a large
number ofaCTs and AAMS.
This coincidence between the end of the colonial era
and the birth of the European Community provided
the springboard for a true development policy. The
earlyYaoundeConventionswiththe 18 AAMS paved
the wayfor the Lome Conventions, thefirst ofwhich
was concluded in 1975 with 46 ACP States. The cur-
rentConvention,thefourth, was signed on 15 Decem-
ber 1989 by 69 ACP States and a revised version
(following a mid-term review) was approved on
4 November 1995.
The association with the aCTs has been regularly
updated by Council decisions in parallel with the
Lome Convention, and cooperation with these two
groups has remained the cornerstone of Community
development policy in terms ofbothfinancial aid and
trade.
Products originating in the aCTs and ACP States
have preferential access to the Community market.
Since 1991 all products originating in the aCTs have
had completelyfree and unlimited access to the Com-
munity market(before they had the same preferential
treatment as that granted to the EAMA and later the
ACP States).
ACP products also enjoy a preferential treatment.
This involves rules oforiginand the principle oftran-
shipment which will be described in more detail later.
Since 1975 theconcessionsaccordedtotheACPStates
andtheaCTshave notentailedreciprocity. TheLome
Convention and the aCTs decision simply require
that Community exports not be treated less favour-
ably than those of other developed countries.
,,2. The Community and the aCTs
I. History of an association
Inorderto properly grasp the status ofthe aCTs, we
first need to trace the history ofthis association. Part
FouroftheEECTreatycreated 'theassociation ofthe
overseas countries and territories', meaning that the
association dates back to 1957. The objectives of this
association are laid down in Articles 131 to 135 ofthe
Treaty of Rome. The purpose of this association,
according to Article 131, is 'topromotethe economic
andsocialdevelopmentofthecountriesandterritories
and to establish close economic relations between
them and the Community as a whole'.
1. The wording of Article 131, as amended by the
AmsterdamTreaty,refers tothe'non-Europeancoun-
tries and territories which have special relations with
Denmark, France, the Netherlands and the United
Kingdom', which are listed in Annex II to the Treaty
of Rome.
The original version of Article 131 included Belgium
and Italy and made no reference to the United King-
dom and to Denmark. Any reference to the countries
'linked' to Belgium and Italy had become obsolete
since the countries concerned had become indepen-
dent, whereas countries and territories with links to
the UK and Denmark had to be added.
Thefirst enlargementof1973 extendedthe association
to the countries and territories underthe UK. In 1986
Greenland joined the association when it became an
independent territory under Denmark.
A large number ofaCTs became independent in the
1960s and joined first the AAMS and then the ACP
group. Butit was this association with the aCTs that
laid the foundations of the future Community devel-
opmentpolicysincethehighcontractingpartiesspeci-
fied that the 'Community as awhole' would establish
close economic relations withthese countries and ter-
ritories and aid theirdevelopment. TheImplementing
Conventionsigned on 25 March 1957 set up the EDF
and provided for measures concerning the right of
establishment and trade.
Since then the Council has adopted decisions at five-
year intervals confirming and regulating this associa-
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tiononasimilarbasis to the Yaounde and LomeCon-
ventions. This explains the close parallelism between
the aCTs and the AAMS and then the ACP States.
The1991 decisiononthe associationoftheaCTswith
theEEC(91/482/EECof25July1991)wasconcluded
for a period of 10 years like Lome IV but marked a
departure from the traditional parallelism with the
ACP States. It made a number of innovations that
made it much morefavourable to the aCTs thanpre-
vious decisions. ather innovations were introduced
byDecision97/803/ECof24November1997revising
the 1991 decision.
2. The association is governed by these successive
decisions, not by the general provisions of the Treaty
nor the secondary legislation adopted under it.
InimplementingthesedecisionsonbehalfoftheCom-
munity, the Commission and the EIB are careful to
observe the constitutional framework linking the
MemberStateandthecountryorterritoryconcerned.
TheCouncildecisionsrefertothe'relevantauthorities
of the countries and territories', leaving it up to the
managementbodies and the MemberState authorities
to establish by mutual agreement procedures that
comply with constitutional requirements.
3. Notealso thateveryfive years the trade regime for
ECSC products is the subjectofadecision ofthe rep-
resentatives of the Member States meeting within the
Council.Thereis noprovisionontheEuratomTreaty,
however.
4. Greenland is a case apart. In 1979 it expressed the
wishtohold areferendumonwhetherornotitshould
stay in the EC, which Denmark had joined in 1973.
The referendum of February 1982 led to the Council
signingon13 March 1984 aTreatyamendingtheTrea-
ties establishing the European Communities with
regard to Greenland, which was then ratified by the
Member States. By this act, Greenland was added to
the aCTs listed in the Treaty of Rome (Annex I to
Decision 86/283/EEC of the 30 June 1986).
Itdoesnot,however,havethesamefinancial treatment
as theotheraCTs:itwasagreedthatGreenlandwould
not be eligible for the EDF but would receive an
,
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annual compensationinexchangefor the catchquotas
allocated to the Community in Greenland's waters.
Three fishery protocols have since been concluded
between the EC and the Government of Denmark
providing Greenland with financial compensation
payable each year at the beginning ofthefishing cam-
paign. The annual amount accorded under the first
protocol of 1987 was ECU 26.5 million. Under the
secondprotocol(1 January1990to31 December1994)
the sum was raised to ECU 34.25 million a year. The
current protocol, signed on 1January 1995 and run-
ning until 31 December 2000 sets the financial com-
pensation at ECU 37.5 million annually.
II. What are the aCTs and
what do they have in
common?
There are 20 OCTs scattered around the globe:
• Twelve Britishoverseas countries and territories:
five are in the Caribbean, three ofwhich are in the
West Indies (Anguilla, Montserrat and the British
Virgin Islands) and two of which are near Florida
and Cuba (the Cayman Islands and the Turks and
Caicos Islands). Another group are in the Atlantic
Ocean, somecloseto SouthAmericaonthe latitude
of Tierra del Fuego (the Falkland and Sandwich
Islands)andothersclosertoAfricaonthelatitudeof
Angola(SaintHelena).Thereis oneBritishterritory
in the Antarctic, the Bermudas are offthe east coast
oftheUnitedStates, while Pitcairnis isolatedin the
Pacific Ocean.
• Six French overseas territories and territorial
communities (collectivites territoriales): most are
in the Pacific Ocean(FrenchPolynesia, NewCale-
donia and its dependencies, Wallis and Futuna),
except for the Southern and Antarctic Territories,
which are in the Indian Ocean (Crozet and Ker-
guelen Islands) and the Antarctic continent.
The territorial communities consist of an island in
the Indian Ocean (Mayotte) and two islands off
Newfoundland, St Pierre and Miquelon.
• Two Dutch overseas countries: Aruba and the
Netherlands Antilles, which are both in the Carib-
bean.
• Finally, under the Danish Crown, we have the vast
autonomous territory of Greenland which occu-
pies an area larger than the Community stretching
from the Arctic Ocean to the Labrador Sea.
Montserrat:The construction ofthe Ply-
mouth Harbourjettywasfinanced from
the 5
th and 6th EDFs.
PHOTO: HORST WAGNER
13Anguilla: The je~and hotel access road atSandyGround
were built with 5' and 6
th EDF funds.
PHOTO: HORST WAGNER
anly three of the aCTs have a sizeable population
exceeding 150000 (the Netherlands Antilles, French
Polynesia and New Caledonia). Most are sparsely
populated, oftenhaving fewer than 10000inhabitants
(Anguilla, Saint Helena and the Falklands among the
UK aCTs and St Pierre and Miquelon in the French
group).
This combination of distance and low population is
necessarily a major economic drawback: any invest-
ment effortis handicapped bythe costs added by dis-
tance and the small size of the local market, plus the
fact thatproductioncosts are relatively higher thanin
the Community, while the burden of investment and
depreciation is borne by only a small number of tax-
payers.
Per capita GNP varies tremendously. Five aCTs are
markedly more developed: Greenland (USD 10 666
percapita), French Polynesia (USD 7780), the Neth-
erlands Antilles (USD 6380), Aruba (USD 6060) and
NewCaledonia (USD 5630). The otheraCTs have a
per capita GNP ranging from USD 700 to 3 500.
The trade balance is always in deficit (oftenquite sub-
stantially). aCTs' trade'is heavily dependent on the
Community and, in spite ofthe opening ofthe Com-
munity market under the successive association deci-
sions, trade flows have barely diversified and are still
tied to the Member States onwhich they depend.
The special relations have not yet given way to trade
flows betweentheaCTsandtheotherMemberStates.
14
III. Status of the aCTs
vis-a-vis the Member
State concerned
British aCTs
The inhabitants of the British aCTs have 'British
dependent territory citizenship' rather than full Brit-
ish citizenship apartfrom the Falkland Islands which,
since the 1983 Falkland Islands Act, is, together with
Gibraltarthe onlydependency whose nationals enjoy
the same rights and obligations as UK citizens.
The UK has twice redefined British nationality: first
when it joined the EC and then with the 1981 British
Nationality Act.
Theupshot is that Community law applies to the fol-
lowing people:
• British citizens
• personswhoare Britishsubjects and enjoyright of
abode in the UK
• British dependent territories citizens.
French aCTs
The inhabitants ofthe French aCTs have full French
citizenship. They are entitled to vote and to stand for
the nationalparliamentand the senate, and also forthe
European Parliament (alone among the aCTs in this
respect). Moreover, they have a European passport
like other French citizens.
Frenchlawdistinguishesbetweentheoverseasterrito-
ries(TaM)andthetwoterritorialcommunities(May-
otte and St Pierre and Miquelon) and specifies the
powers delegated to the various types of French
aCTs.
French territories enjoy legislative autonomy, which
enables them to adopt local laws to implement Com-
munity acts concerning the aCTs (e.g. debate on the
EDF indicative programme in the territorial assem-
bly). In the territorial communities national law is
directlyapplicable. Since the generalprovisions ofthe
Treaty and related secondary legislation, apart from
Articles 131 to 136, do not apply in the aCTs, itis up
to Francetoexclude, ~here necessary, thetwoterrito-
rial communitiesfrom the scope ofCommunitylegis-
lation directly applicable in the Member State.i
i
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Dutch aCTs
The Charter of the Kingdom of the Netherlands of
22 October1954 establishedatripartitekingdomwith
the sovereign of the Netherlands as Head of State.
Underthis newconstitutional orderthe Netherlands,
theNetherlandsAntilles andSuriname(nowindepen-
dent) deal with their domestic matters autonomously
and matters of common interest on an equal footing.
This fundamental law governs relations between the
Netherlands and the Netherlands Antilles, of which
Arubawas apartuntil1January1986when,following
anamendmenttotheCharteradoptedon22July1985,
the islandwas granted aseparatestatusplacingitonan
equalfootingwiththeNetherlandsAntillesinrelation
to the Netherlands.
Each overseas country has its own constitution and
enjoys internal autonomywithaparliament and gov-
ernment.
The Charter rests on two essential principles:
• the association of the overseas 'countries' in all
affairs ofState ('country' distinguishes them from
the 'kingdom'which refers to the mothercountry
andis usedinthetextofthe Charterwithreference
to affairs ofcommon interest);
• internal autonomyfor the managementofinternal
affairs.
TheCharterprovides for reciprocal representation of
mainland Netherlands and the overseas countries in
the kingdom's administrative and political machinery,
a provision which plays an important role.
The Crown 'member countries', the Netherlands
Antilles andAruba, are involved in runningtheaffairs
of the kingdom which are managed 'in cooperation'.
The plenipotentiary ministers ofthe associated coun-
tries sit on the kingdom's Council of Ministers and
take part in its discussions on matters of common
interest affecting theircountries. Mirroringthe repre-
sentation of the overseas countries in the Hague, the
Dutch sovereign is represented in the overseas coun-
tries by a governor who exercises executive power
jointlywiththe country's Council ofMinisters and is
assisted by an advisory council.
The principle of autonomy in the conduct of each
component of the Kingdom's domestic matters is
enshrined inArticle 41 ofthe Charter. There are some
restrictions, however, concerning affairs of the realm
qualified as being 'ofcommon interest'.
Matters of 'common interest' are all the traditional
prerogatives oftheStateininternational law (uphold-
ing the country's independence and defending
national territory, foreign affairs, matters concerning
Netherlandsnationality, thenationalflag, thestatusof
foreigners and decisions onexpulsionand extradition,
etc.). These issues are dealtwithin 'association' bythe
Netherlandsandtheoverseascountries, since onlythe
kingdom can act under international law, no overseas
'country' being recognised as having sovereignty.
This list is not exhaustive and could be supplemented
bymutual assent. Accordingly, any matternotexplic-
itlystatedas beingof'commoninterest'is heldtobean
internal affair.
Greenland
When the Danish Constitution was revised in 1953,
Greenlandceased tobeaDanishcolonyand becamean
integral part of the kingdom.
On Denmark's accession to the EC in 1973 (Act of
Accession of22 January 1972), Greenland, unlike the
Faeroe Islands, whichhad obtained the 'homerule' in
1948, became part of the EC on the same footing as
'metropolitan' Denmark. But Greenland's member-
ship of the Communitywas very controversial, 70 %
of Greenlanders having voted against entry into the
Community in the Danish referendum of 1972.
On 1 May 1979 Greenland acquired the status of a
separatecommunitywithinthe KingdomofDenmark
onthe lines ofthe 'home rule' accorded to the Faeroe
Islands in1948; this statuswas approved byalocal ref-
erendum in February 1982.
Consequently, and at the request ofthe Danish Gov-
ernment, on 13 March 1984 the Council amended the
Treaty establishing the European Communities with
regard to Greenland (OJ L 29,1.2.1985). This act lays
down that:
• Part Four ofthe EECTreaty (aCTs) is applicable
to Greenland;
• the territory is added to the list of the aCTs in
Annex IV (now Annex II) to the Treaty and to
Annex I to Council Decision 80/1186/EEC, of
16 December1980 onthe association ofthe aCTs
with the EEC (the association decision in force at
the time).
15British Virgin Islands: This water suppl~project on Virgin
Garda was financed from the 5
th and 6' EDFs.
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Greenland duly appears in the next association deci-
sion (Council Decision 861283/EEC of30 June 1986,
OJ L 175, 1.7.1986) but Article 125 of that decision
specifiesthatfinancial and technical assistance is avail-
able for the overseas countries and territories 'except
Greenland'.Itis the fisheries agreement concluded on
29January 1985 betweentheECandthe Government
of Denmark, on the one hand, and the local govern-
ment of Greenland, on the other, (entering into force
at the same time as the amendment to the Treaty:
Council Regulation (EEC) No 223/85, OJ L 29,
1.2.1985) which covers the financial aspects of
EC-Greenland relations.
Underthesehomerule arrangementsGreenlandelects
twomemberstotheDanishParliament,thehomerule
systembeingbasedontheprincipleofmaintainingthe
unityoftheKingdomofDenmark.Theconstitutional
statusofthe'homeruleauthority'is laiddowninDan-
ish law, the national parliament delegating some ofits
powers to Greenland.
Thus the management of local issues falls within the
competence of the Greenland authorities, while the
more general policies are managed by the representa-
tives ofthekingdomortheDanishcentral authorities:
• environmental protection was transferred to
the home rule authority on 1 January 1989 but
not justice, citizenship, international relations,
defence, finance and privatelaw, whichremainthe
province ofcentral government;
• mineral resources rights were transferred to
Greenland on 1July 1998;
• internationalrelationsaredealtwithbytheDanish
authorities after consultation with Greenland on
matters concerning it.
16
Cayman Islands: Community College, built with funds
from the 6
th EDF.
PHOTO: EC/J.C.HEYRAUD
IV. The aCTs and the
ACP States in relation
to the EC
HowdotheOCTsdifferfromtheACPStatesfromthe
point ofview ofthe EC?
Thedifference betweenthe OCTs and ACPStates lies
essentiallyinthespecialstatus ofthe OCTs:while,like
the ACPStates, they certainly do notform partofthe
territoryofthe Community,they are constitutionally
subject to a Member State and are not independent
countries.
OCTs'inhabitantswhohave thenationalityofaMem-
ber State may, like other Community citizens, avail
themselves as individuals of the advantages arising
fromsecondaryCommunitylegislationwhentheyare
on Community territory.
There is, however, a certain parallelism between the
OCTs association with the EC (association based on
successive Council decisions) and the ACP-EC Con-
ventions (Yaounde, thenLome). Indeed, the structure
ofthe 1991 association decision mirrors that of Lome
IV, although of course it remains a separate Council
decision adopted on the basis of Article 136 of the
Treaty. Andwhile manyparts ofthedecision are simi-
larinspirittoLomeIV(forexample, thevariousfields
ofcooperation,StabexandSysmin,EDFforfinancing
development, regional cooperation, etc.), there are
many innovations specific to the OCTs.
Thetrade arrangements for OCTs'products are more
open than those for products originating in the ACP
States because of the special relations between the
Community and the OCTs arising from Part Four of
the Treaty of Rome:
"
)
bTurks and Caicos Islands: South Caicos airport terminal
was built with 4
th EDF funds.
PHOTO: CE/J.C.HEYRAUD
• the abolition, without quantitative limits (except
for rum) of customs duties and other common
agriculturalpolicy(CAP)chargeswhichwerepre-
viouslyappliedto theOCTsandarestillapplicable
totheACPStates (i.e. noACP/OCTsparallelism);
• amendments to the rules of origin introduced
under Lome IV;
• amendments specific to the OCTs rules oforigin;
• the introduction of a transhipment system.
These principles remain valid even following the
review of the 1991 decision by the decision of 24
November 1997, of which more later.
Mayotte: Medium-tension rural electrification project in
the village of Vahibe, financed from the 5th EDF.
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v. The OCTs and the DOM In
relation to the EC:
Similarities and differences
How do the OCTs and the DOM differ under Com-
munitylaw?Itis importanttodistinguishbetweenthe
two.
Thefouroverseasdepartments(Guadeloupe,Guyana,
Martinique and Reunion) are just as much part of
France as BrittanyorAquitaine and so are an integral
part of the European Community.
The inhabitants of the French OCTs do indeed have
Frenchnationalityas dothenationals oftheDOMbut
the key difference lies in the fact that OCTs do not
form partofthe territory ofthe Communitywhereas
the four DOM do.
UnliketheOCTs,theDOMarefull beneficiaries ofall
thecommonpolicies: thecommonagriculturalpolicy,
transport,energy,commercialpolicy, regionalpolicies
andso on. Two exampleswill illustratethisfundamen-
tal difference.
• As regards the single market, thefour main objec-
tives oftheSingleAct- thefree movementofper-
sons, ofgoods,ofservicesandofcapital-applyto
the DOM. The common external tariff applies,to
imports intothe DOMjust as itapplies to imports
arriving at Le Havre, Hamburg or Genoa. Itdoes
not apply to goods entering the OCTs, however,
and the authorities ofeach ofthe OCTs are free to
fix their owncustoms legislation, as will be seen in
the description of the trade arrangements for the
OCTs.
• Communityaid fordevelopmentoftheDOMand
the OCTscomes from differentsources: the OCTs
are eligible for the EDF together with the ACP
States, while the DOM are covered by the Struc-
turalFunds(theERDF,theEAGGFand theEuro-
pean Social Fund) on the same footing as other
regions of the Community. The DOM did get
financing from the EDFintheperiod 1958 to 1977
butsincethentheyhave beencoveredbyCommu-
nity policies, which entitle them to benefit from
the 'internal' Structural Funds.
Thelegal basisforthetreatmentoftheDOMis Article
227(1) and (2) ofthe Treaty ofRome. The oldversion
ofthisarticlemerelylistedtheMemberStatestowhich
the Treaty applied and made reference to otherprovi-
sions in the Treaty that could be applicable to the
French DOM, adding a pious hope concerning the
economic and social development of these regions.
Not until 1989 did the Council, by Decision 89/6871
17EEC of22 December 1989, institute a programme to
aid these regions inordertoovercometheproblems of
distance and economic constraints (Poseidom).
The new version ofparagraph 2 ofArticle 227, intro-
duced under the Amsterdam Treaty (Article 299),
takes onboardthese constraints bygiving theCouncil
aspecificdirectivetoadopt,byqualifiedmajority,spe-
cial measures to take account of 'the structural, social
and economicsituationoftheFrenchoverseas depart-
ments, the Azores, Madeira and the Canary Islands.
This situation is compounded by their remoteness,
insularity,small surface area, difficult topography and
climate, economic dependence onafew products, the
permanence and the combination of which severely
restrain their development.'
This institutionalisation of the DOM development
programme in the newTreaty constitutes recognition
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at the highest level of the specific needs of the DOM
going beyond the simple framework programme
offered by Poseidom. The Community institutions
are henceforth required to adopt measures in quite
specific fields, such as customs, trade, tax, agriculture,
fisheries, inaddition toState aid, the StructuralFunds
and a number of Community programmes.
The OCTs are 'associated' with the Community on
the basis ofArticles 131 to 136 ofthe Treaty ofRome.
Community secondary legislation does not apply to
them directly and it is up to the Council, onthe basis
of Article 136 of the Treaty, to adopt the specific
measures applicable to the OCTs. .
A turning point in the association came in 1991 when
the Council adopted Decision91/482/EEC of25 July
1991 andmorechangeshave occurredsincewhichwill
be discussed in the following chapters.3. The current state of the EC-OCT
association
I. The legal basis • ensuring that the effectiveness of the financial
instrument is improved.
The currentassociation is based onfour types oflegal
act.
The Treaty ofRome,
amended by the Single Act,
the Maastricht Treaty and the
Treaty ofAmsterdam
UnderArticle136theCouncilis responsibleforlaying
down'onthe basis ofthe experience acquired (...)and
oftheprinciples setoutinthisTreaty(...)provisionsas
regards the detailed rules and the procedure for the
association of the overseas countries and territories
with the Community'. Such provisions have to be
adopted unanimously: the Treaty of Amsterdam did
not amend the Treaty ofRome onthis point, despite a
proposal put forward at the Intergovernmental Con-
ference of1996 to move to aqualified majorityproce-
dure. Theneedforunanimityholdsupthe adoptionof
association decisions.
In Declaration 36 of the final act of the Treaty of
Amsterdam on the aCTs, the representatives of the
governments of the Member States noted the geo-
graphical and economic handicaps of the aCTs and
statedthatthe1957associationarrangementswerenot
adequate for today's challenges.
TheyaskedtheCounciltoreviewthearrangementsby
February 2000 with the aim of:
• promoting the economic and social development
ofthe aCTs more effectively;
• developing economic relations betweentheaCTs
and the EU;
• taking greateraccountofthediversity and specific
characteristics of the individual aCTs, including
aspects relating to freedom ofestablishment;
Council Decision 91/482/EEC of
25 July 1991 on the association of
the aCTs with the EEC e)
Theassociationdecisionof25July1991,concludedfor
a 10-yearperiod like Lome IV, reflects in many ways
the traditional parallelism with the ACP States.
The newprovisions ofLome IV that are taken overin
the aCTs decision include:
• extensionofthedurationfrom5to10years(except
for the financial protocol): the current arrange-
ments will expire on 29 February 2000;
• improved financing conditions (all project aid in
the form of grants);
• introductionofdecentralisedcooperationforlocal
communities;
• emphasis on protecting the environment, the role
of women and promoting business ventures and·
services: improvements in the working of Stabex
and Sysmin;
• emphasis on regional cooperation between ACP
countries and aCTsinthesame geographicalarea.
The many significant innovations introduced in this
association decision make itmuch morefavourable to
the aCTs than previous decisions.
They are based on the special status of the aCTs as
provided for in Part Four of the Treaty.
(') OJ L 263,19.9.1991, p. 1.
19Council Decision 97/803/EC of
24 November 1997 amending at
mid-term Decision 91/482/EEC C)
InparallelwiththesameprovisioninLomeIV, Article
240 of the 1991 decision provided for a mid-term
review ofcertain aspects ofthe procedures governing
the association. Themain reasonfor the reviewwas to
set the amount ofCommunityfinancial assistance for
thedevelopmentoftheaCTsinthe secondhalfofthe
10-year period covered by the 1991 decision (March
1995 to March 2000). ather amendments were made
in the light ofthe experience gained in previous years
or in response to requests of the aCTs authorities.
Thereview should have been operationalfrom March
1995 but because ofthe delay in agreeing on the level
of eighth EDF resources (decision not reached until
the European Council of June 1995) combined with
stumbling blocks in the negotiations, it was not
adopteduntil1997.Theinterimperiodwascoveredby
Decision 96/109/EC of29 January 1996 e) ontransi-
tional measures.
The new system strengthens the links between the
Community and the aCTs.
Regulations laying down
implementing rules for
ACP/OCTs cumulation of origin
These regulations cover imports ofrice (Commission
RegulationNo2603/97 of16 December 1997) C) and
of certain other products, in particular sugar (Com-
mission Regulation No 2553/97 of 17 December
1997) (4).
II. The areas of EC-OCTs
cooperation
Cooperationbetweenthe Communityand the aCTs,
theaimofwhichis todevelop thesedisadvantaged ter-
e) oJ L 329, 29.11.1997, p. 50.
e) OJ L 26, 2.2.1996, p. 27.
C) OJL 351, 23.12.1997, p. 22.
(4) OJ L 349,19.12.1997, p. 26.
20
ritories, is carried out in a great number ofareas such
as the environment and health, industry, agriculture
and food security, fisheries, trade, transport and com-
munications, mining, commodities, energy, tourism
and regional integration.
This cooperation is both financial and technical. The
aCTs get grants and risk capital from the EDF and
loans from the EIB to finance development projects
answering to priorities fixed by the competentaCTs
authorities.
Technical assistance in the form ofexpatriate person-
nel is accorded only at the request of the aCTs
authorities. The main objective oftechnical assistance
is to help the recipients to develop local human
resources to take over.
The Commission-Member State-aCTs partnership
arrangements playa key role in all areas of coopera-
tion. Hereare someexamples ofthe supportmeasures
and development aid available.
Environment and health
.Thereis emphasis-onthe needtopreservetheenviron-
ment and act on the social and health problems ofthe
aCTs.
The 1997 amending decision strengthened the mea-
sures on waste disposal already provided for in the
1991 decision and made social and cultural innova-
tions affecting health. Exports to the aCTs of both
hazardous and non-hazardous waste 'withthe excep-
tion of exports of non-hazardous waste destined for
recoveryoperations'are banned.Inaddition, combat-
ing drug abuse is recognised as a health matter and
there are projects to convert the drug-producing
regions to other activities and aid for prevention and
treatment of drug addiction.
BythesemeasurestheCounciltookactiontodealwith
two problems that were becoming serious enough to
threatenthe ecological and social equilibria ofthe less
developed countries, the tendency on the part of rich
countries to sub-contract waste disposal to the other,
poorercountries and the worrying spread ofalcohol-
ism and addiction to other drugs.
Industry
The Community supports the creation of viable
industries in the aCTs, such ,as the manufacture of
basic necessities and products meeting local needs.
Thisdoesnotexcludetheengineering,metallurgicalorchemical industries. Provision is made for multisec-
toral measures, examples being the building and
strengthening of infrastructure required by industry,
research pr~grammes,technologytransfers andprovi-
sion of advisory services.
aCTsare eligible for theservices ofthe Centrefor the
Development ofIndustry (CDI), the role of which is
to encourage joint business ventures by operators of
theCommunityandtheaCTs.Thisisparticularlyrel-
evantfor aCTsthathave included industriallprivate-
sectordevelopmentintheirindicative programmes or
that have obtained financial aid from other Commu-
nity institutions.
The Commission, the EIB and the CDI cooperate in
the preparation of support programmes for industry
and theprivatesector.Itis theCDI'sjob, for example,
toidentifyviableindustrialprojects, carryoutstudies,
provide technical know-how and identify potential
aCTsandCommunitypartnersforjointinvestments.
The CDI is financed from the EDF. The aCTs can
draw onits services butmust finance its services from
their indicative programmes.
Collaboration between aCTs and Community firms
is also carried out via the Euro Info Correspondence
Centres (£ICCs), the role of which is to help aCTs
and Community firms to exchange information,
whetheritbe economic,legal, administrativeorstatis-
tical.
Euro Info Centres (EICs), financed from the budget,
are found right across the Community. Again, aCTs
which want to use their services must finance them
from their indicative programmes.
Mayotte: 6
th EDF rural electrification project- M'tzamboro
extension.
PHOTO: EC DELEGATION - MAURITIUS
Agriculture and food security
It is planned to set up a fund to provide agricultural
credit.
Fisheries
Various forms of support are possible, from the pur-
chase ofboatstotheprocessingand marketingoffish-
ery products.
Trade
Support for the development of trade focuses on the
privatesectorand theaCTs'efforts to penetratethird
country markets.
Transport and communications
Special attention is paid to the development of ship-
ping.Itis proposed to give aCTs' shipping operators
easier access to the resources provided for in the deci-
sion. The Community might also offer risk capital
and/or EIB loans.
Mines, commodities, energy
Development in these three sectors is encouraged by
thepossibilityofimplementingfinancial andtechnical
assistance programmes (mining), aid for joint
EC-aCTs investments (commodities) and special
EIB financing for investment in energy projects.
Tourism
A wide range of projects to improve tourism in the
aCTs has been devised, including not only an
enhancementofhuman, naturalandculturalresources
but also the modernisation and improvement of ser-
VIces.
Regional integration
Long-term development calls for regional coopera-
tion and integration thatwill integrate the aCTs into
a broader economic context embracing other aCTs
and even theDaM and ACP States.
Strongerlinks betweencountries andterritories ofthe
same geographical region having similar features in
commoncan onlybenefitone another's development.
21III. Cooperation instruments Rules oforigin
In almost all these areas of cooperation there are
instruments and tools enabling the Community and
the aCTs to achieve the development aims set out in
the Treaty and in secondary legislation. These instru-
ments can be grouped into a number ofdifferent cat-
egones.
Institutional aspects: partnership
The1991 associationdecisionestablishedtheprinciple
ofCommission-MemberState-aCTsthree-waytalks
or 'partnership'.
In proposing such a dialogue, the Commission made
good the dearth ofdemocratic dialogue under the six
previous association decisions since 1957.
Givingavoicetolocalrepresentativesis apoliticalges-
ture to democracy and dialogue that has been wel-
comed by the aCTs authorities.
Such a dialogue was already under way with other
partners. ACP-EC relations gave birthto a variety of
jointinstitutions at the outset. TheDaM, along with
otherregionsoftheCommunity,havebeentakingpart
in the management of Community resources along-
side the Commission and its Member States since the
reform of the Structural Funds of 1989. The associa-
tionwiththe aCTswas alone innotprovidingfor the
participationoflocallyelected representatives butthis
anomaly has now been remedied.
UnderArticle235 oftheassociationdecision,thepart-
nershipcandealwith'anyproblemarisinginrelations
betweentheaCTsandtheCommunity'.Thedialogue
is therefore very wide-ranging.
In1992 theEDFindicativeprogrammes ofeachcoun-
try and territory were signed on the spot for the first
time by a local representative, a representative of the
MemberStateconcernedandaCommissionrepresen-
tative.
The 1997 decision also opened up the possibility of
financial aid from the EDF to help cover the cost of
partnership meetings, which are now held annually.
Trade
aCTs andACP products have preferential access to
the Community market.
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Since 1991 all products originating in the aCTs have
enjoyed completely free and unlimited access to the
Communitymarket (before theyhad the sameprefer-
ential treatment as the AAMS and then the ACP
States).
Products originating in the ACP States also enjoy
preferential treatment: theirproducts enterthe Com-
munity market free of d,uty or other charges and are
not subject to quantitative restrictions apart from
some products directly or indirectly covered by the
common agricultural policy whose treatment is nor-
mally preferential only in relation to third countries
and access is not unlimited. The association with the
aCTs is thus the only association agreement con-
cluded by the Community to go so far (see Table 1).
In order to promote the exports of its partners, the
Community has stipulated in the ACP-EC Conven-
tion and the association decision that these trade pref-
erences are reserved for products originating in the
ACP States and the aCTs. There are provisions on
rules oforiginwhichareintendedtoreservefree access
totheCommunity(orthepreferentialtreatment)only
to products which are really produced or processed
locally, thus creating jobs. This is to prevent exploita-
tion of the preferential arrangements by other coun-
tries using the ACP States or the aCTs merely as a
springboard to the EC market.
Since 1975 theseconcessionstotheACPStates andthe
aCTs have not entailed any reciprocity. The associa-
tion decision authorises the competent authorities of
.each country or territory to retain or introduce the
1. OCT-EEC TRADE RELATIONS
THIRD
COUNTRIES
ceT customs duties
Agricultural levies
Free access forall
industrial products
ACP STATE
Preferential arrange-
ments for agricukural
and processed productscustoms duties or quantitative restrictions they deem
necessary onproducts originating inthe Community.
The Lome Convention and the association decision
simply require that Community exports not be
discriminated against comparedwithotherdeveloped
countries. This systemapplies toproductsoriginating
in the aCTs but what does 'originating' mean?
Therules oforiginannexedtotheassociationdecision
mayseemcomplexandtechnicalbuttheirraison d'etre
is topromotelocaldevelopment,industrialisationand
employment. Under these rules a product is consid-
ered 'originating' (see Tables 2 and 3) if:
• it is entirely obtained in the aCTs (e.g. copra oil
and black pearls);
• the raw material is imported from a third country
and then subjected to 'sufficientprocessing' in the
aCTs (e.g. imports ofsawntimberprocessed into
furniture);
free access and use the aCTs merely as a cover for
accessing the preferential arrangements. And the
aCTs themselves would suffer from the competition
from third countries which are not members of the
association.
Restrictions on cumulation
As explainedearlier,since 1991 productsoriginatingin
the aCTs have enjoyed completely free access, even
agricultural products covered by the CAP. The 1991
decision also maintainedthecumulationrule forACP
andaCTs'products,bywhichproductsoriginatingin
an ACPState can obtainaCTs originifthey are sub-
jecttoworking, howeversimple, in acountryorterri-
tory.
However, free access combined with the cumulation
rule disrupted the Community market for sensitive
agricultural products like sugar and rice. In 1992 the
• itis importedfromtheCommunity,anothercoun-
tryorterritoryorACPStatewhereinitialprocess-
ing has taken place and subjected to additional
working: this additional working is deemed to
conferorigintothecountryorterritoryconcerned
(cumulation rule).
3. OCT DECISION
ORIGINATING PRODUCT TREE
Determine product status in no more
than four questions.
The aim of these rules is to reserve free access to
the Community to products which are really pro-
duced orprocessed locally. Iftheywere less rigorous,
developedthirdcountriesmighttakeadvantageofthis
2. OCT-EEC TRADE RELATIONS
RULES OF ORIGIN
Art. 101 (11 and Annex II
I
Was your product wholly obtained
I
in the ACP States, the OCT or the EEC?
I NO I r YES 1
I I ORIGINATING I
I
Has your product undergone minor processing?
I
Article 3 (3)
I NO I I YES I
I I NON-ORIGINATINGI
I
Is there a specific rule for your product on the list? I
Annex 2'
I NO I r YES l
Do all the non-originating
materials, parts or compo- Does your product meet
nents change the tariff the conditions on the list?
code to four figures? (1)
(1)
r NO l r YES l r NO l r YES l
NON-ORIGINATINGII ORIGINATING NON-ORIGINATINGII ORIGINATING
(1) Possibly with the 10% tolerance of Article 5.
23Community was deluged with ACP products (first
rice and thensugar) imported via certain Netherlands
and UK aCTs after minimal working.
tusoforiginatingproductfor atemporaryperioddur-
ingwhichitcaninvestinmoreadvanced operationsto
manufacture truly originating products.
So in 1993, and again in 1996 and 1997, the Commis-
sion and the Council adopted safeguard measures to
protect the Community market against rice from the
aCTs.
In the discussions leading up to the 1997 decision
amendingatmid-termthe1991 decision,theCommis-
sionfavoured doingawaywithautomaticcumulation,
retaining the possibility of derogations for specific
products. The Council, however, decided otherwise
and kept the 1991 systemwith the addition ofrestric-
tions on its application for sugar and rice.
In conclusion, all products originating in the aCTs,
including agricultural products, still have free access
but ACP/aCTs cumulation of origin is restricted in
the case of two products:
• sugar (HS headings 1701 to 1704): cumulation is
limited to an annual quantity of 3 000 tonnes;
simpleforming ofsugar lumps is consideredsuffi-
cient;
Forexample, in March 1992 the Commission decided
to accord the Netherlands Antilles a three-year dis-
pensation for pullovers exported from Cura<;:ao,
where ready-cut material imported from the FarEast
was merely made up. This would not normally have
beenenoughtoconfer'productofCura<;:ao' status but
relaxing the rule enabled the investor concerned to
implementthe initialphaseofthe operationinthecer-
taintyofan openCommunitymarketpendingtheset-
ting-up ofweaving orknittingoperations in Cura<;:ao.
The transhipment system
A transhipment system was established to give free
access to products ofthird countries transiting in the
unaltered state via one of the aCTs (excluding CAP
products and a few others), provided that customs
duties or charges that are at least equivalent to Com-
munity levels are levied on entry into the country or
territory. A newcertificate was created to accompany
such goods (see Table 4).
• rice (tariff heading HS 1006): these arrangements
are more complex because the quantities are stag-
gered overthe year in the interests ofmarketman-
agement: ACP/aCTs cumulation is limited to
160 000 tonnes a year for wholly or semi-milled
rice but the Commission may increase this quan-
tity bynot more than 20 000 tonnes ifin April the
state of the Community market permits. It may
also increase thequantityafterthesummerif there
is arisk ofa rice shortage onthe Communitymar-
ket.
Financial cooperation
Financial assistance comes from the EDF and the
EIB's own resources.
4. OCT-EEC TRADE RELATIONS
Thesetwochangesinthecumulationruleareprovided
for in Articles 1OSa and 10sb ofthe 1997 decision and
implemented by Commission Regulations (EC) Nos
2603/97 of 16 December 1997 (rice) and 2553/97 of
17 December 1997 (sugar).
TRANSHIPMENT
Art. 10111) and (21, and Annex II
THIRD
COUNTRIES
-agricultural and
processed agricultural
products; .
-products subject to quotas;
products covered by
anti-dumping laws.
FREE ACCESS, except for:
Collection of
customs duty or tax of
equivalent effect at
least equal to the EEC
customs duty
Temporary derogations from the
rules oforigin
There is also provision for temporary derogations
from therules oforigininspecificcases. Theintention
is not, ofcourse, to nullifythearrangementsdescribed
above but to allow a country or territory to gain free
access to the Community for processing operations
thatwouldnotnormallybesufficienttoconferthesta-
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TheEDF, to which all EC MemberStates contribute,
finances development projects in the African, Carib-
beanandPacificStatessignatoryto theLomeConven-
tion and the aCTs associated with the Community.
TheEDFis divided intoprogrammable and non-pro-
grammableresources. Programmableaid is thesubject
ofnegotiations between the Community and its part-
ners, the results of which are enshrined in indicative
programmeswhichset the guidelines for financial and
technical cooperation between the two partners.
There are also indicative programmes of program-
mable aid for each aCTs region.
Non-programmableaid is notallocatedbeforehandto
any particularcountry, territory orACPState. Its use
depends on objective implementation criteria estab-
lished beforehand. Examples of non-programmable
aid are Stabex, Sysmin and.emergency humanitarian
aid. They will be discussed in more detail later.
With a view to strengthening and diversifying the
foundationsoftheaCTs'development, the 1997deci-
sionintroduced importantnewprovisions on 'decen-
tralised cooperation'. The purpose of decentralised
cooperationwiththeaCTs, as withtheACPStates,is
to enable local bodies (branches oflocal government,
ruralassociations,cooperatives,tradeunions,schools,
research institutes, etc.) to make their own contribu-
tion to development by implementing projects and
programmes. Suchprojectsmayarisefrom the indica-
tive programme or be the initiative of a local group.
Theyare financed bytheEDF (which maycontribute
up to three quarters ofthe project cost up to a maxi-
mumofECU300 000), thelocalpartner(at least 25 %
NewCaledonia: Solarenergy is usedto bring electricityto
traditional villages in the Northern Province part of a 5
th
EDF regional project for the French Pacific aCTs.
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ofthe projectcost) and, exceptionally, the local aCTs
authorities.
The EDF is managed by the Commission except for
the risk capital funds, which are managed bythe EIB.
The Fund is renewed every five years.
Since 1958, when the first Fund was set up, there
have been eight EDFs, each providing financing for
a five-year period covered by an ACP-EC Conven-
tion or corresponding association decision. Thus the
fourth EDF accompanied the first Lome Convention
(1975-80); the fifth EDF, Lome II (1980-85); the sixth
EDF, Lome III (1985-90); the seventh EDF, Lome IV
(1990-95); and the eighth EDF, the revised Lome IV
(1995-2000).
Under the eighth EDF the aCTs have been given a
substantial increase in their overall allocation: ECU
165 million is an 18 % increase on the seventh EDF
allocation. The annex shows the breakdown of the
allocation betweenprogrammable and non-program-
mable aid and also how the aid under these two head-
ings is spent.
Within the EDF there are also two instruments
designed to deal with problems that may affect the
aCTs' economies, namely Stabex and Sysmin.
(A) STABILISING EXPORT EARNINGS: STABEX
TheStabex systemwas setup in 1975 underthe fourth
EDF (corresponding to thefirst Lome Conventionof
1975 andaCTsassociationdecision of1976) and cov-
ers both the ACP States and the aCTs.
Its purpose is to offset the effects on the aCTs and
ACP States of losses of earnings from exports to the
Community of certain agricultural products. Such
losses may stem either from specific difficulties in a
given country or sector orfrom more general market
fluctuations. Whatever the case, they usually lead to
falls in either export prices orthe quantities exported
or both.
Stabexresources are usedprimarilytofinanceprojects
and programmes in the sector in difficulty. But they
maybe used in othersectorswiththe aim ofdiversify-
ing production. As a general rule Stabex covers only
exports to the Community. However, there is provi-
sion for derogations which make it possible to extend
the geographical coverage oftheexports concerned to
otheraCTsorevenall exportdestinations. Almostall
the agricultural commodities exported by the aCTs
are covered by the system.
25Stabex is financed under the EDF and has been allo-
cated ECU 5.5 million in eighth EDF resources to
cover the period up to 2000, ECU 500 000 less than
under the seventh EDF. The reasonfor this reduction
is the desire to focus resources on programmable aid
that finances development under the indicative pro-
grammes.
(B) SAFEGUARDING MINING POTENTIAL: SYSMIN
A special financing facility was set up under the fifth
EDF (Lome II of 1979 and the 1980 association deci-
sion) to safeguard the production and export ofACP
and aCTs mining products in cases where the
economy depends on the mining sector and to help
such countries and territories face up to existing or
foreseeable difficulties.
Sysminis markedlydifferentfrom Stabex inthewayit
works. It is potentially open to a number of ACP
States, especiallycopperproducerswhichare thelead-
ing recipients of Sysmin funding. Among the aCTs,
the principal Sysmin beneficiary is New Caledonia
where nickel is the main export product.
As non-programmable EDF aid, mostSysmin opera-
tions are cofinanced with other donors (such as the
EIB, World Bank and the African Development
Bank). The aCTs were allocated ECU 2.5 million in
Sysmingrants underthe 1991 association decisionand
the amount remains unchanged under the 1997
amending decision.
The EIB
Under the revised association decision, of the EIB's
own resources, up to ECU 35 million are earmarked
for lending to the aCTs, 40 % up onthe amount ear-
marked for the first five years. Non-programmable
EDF aid also takes the form ofinterest-rate subsidies
forEIBloans andriskcapital,whichis managed bythe
EIB.
Otheraid: emergency
humanitarian aid
While development projects account for most EDF
aid, theneedforfunds to coveremergenciescallingfor
immediate aid rather than investment could not be
overlooked. Emergency humanitarian operations,
whichare oftensupplemented byemergencyfood aid
financed by the Community budget, are allocated
ECU 3.5 million under the current association deci-
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sion, including ECU 500 000 for aid for refugees and
displaced persons.
IV. Right of establishment
and freedom of
movement
Thespecial status ofaCTs means thattheinhabitants
of most of them have just the same nationality as the
citizens ofthe MemberState. Theassociationdecision
thus had to address issues ofindividual rights and the
application of Community secondary legislation.
A. an the question of workers' freedom of move-
ment,Article135 oftheTreatystipulatesthat,sub-
ject to the provisions governing public health,
publicsafety and publicpolicy, freedom ofmove-
mentofworkersfrom theaCTswithinthe Mem-
berStates and ofworkersfrom the MemberStates
within the aCTs will be regulated by later agree-
ments, which require the unanimous approval of
the Member States. So far there has been no such
agreement.
5. EC-OCT RIGHT OF ESTABLISHMENT
AND FREEDOM OF MOVEMENT
.~.
OTHER THAN FOR
SENSITIVE SECTORSFurthermore,Articles48 and49 oftheTreaty, plus
measuresadoptedpursuanttothese articles, apply
only to Community nationals on the territory
of the Community. These provisions also apply
to workers from an overseas country or terri-
tory who have the nationality of a Member
State.
Forexample, sinceFrenchPolynesiais not(unlike
a DaM) part of the territory of the Community
but associated with it, the rules on freedom of
movementforworkerswithintheCommunitydo
not apply at all to people entering Polynesia. an
the other hand, once a Polynesian with French
nationality sets foot on French soil, he enjoys the
four fundamental freedoms of the Single Act just
like any otherFrenchcitizenand maytravelfreely
to Belgium, Italy or wherever (see Table 5).
B. In this respect, therefore, the association of the
aCTswith theECis tilted infavour oftheaCTs.
The arrangements for establishment and the pro-
vision ofservices have beenfleshed outinthe 1997
decision, which provides that a Member State
should treat individuals and companies from
aCTs linked to other Member States on a non-
discriminatory basis and that the aCTs should
display the same non-discrimination with regard
to nationals and companies of Member States.
However, to promote or support local employ-
mentaCTs' authorities may, with the agreement
of the Commission, derogate from the rules on
establishmentandservices inorderto protectsen-
sitive sectors of the local economy (see Table 5).
Let us imagine, for instance, that Polynesia has a
large number of practising architects or students
ofarchitectureplanningto exercise theprofession
French Polynesia: The Tahiti hydro-electric project
financed from the 5
th and 6
th EDFs, includes the construc-
tion of a network of electricity pylons.
PHOTO, M. NAVARRO
in Polynesia. With the aim of supporting local
employment,thePolynesianauthoritiescanadopt
regulations in favour of Polynesian architects
whichderogatefromtherulesnormallyapplicable
to architects in all the Member States.
In the specific case of trade in services, the Com-
munity extends to the aCTs the undertakings it
entered into under the General Agreement on
Trade in Services (GATS). For their part, the
aCTsare required toaffordnationals andcompa-
nies ofthe MemberStates treatmentthatis noless
favourable than thatwhichthey extend to nation-
als and companies of third countries.
Forthe medical and ancillary medical professions
the Commission has undertaken to initiate with
the Member States concerned the process of rec-
ognising qualifications obtained in the aCTs.
V. Community programmes
open to individuals
An important and completely innovatory step for-
ward has been made in recognising the fact that the
inhabitants oftheaCTsare, as individuals, citizens of
certain Member States and therefore citizens of the
Union within the meaning of Article 8 of the Maas-
tricht Treaty.
Article223cofthe1997amendingdecisionextendsthe
scope of 19 Community programmes aimed at indi-
viduals to include the aCTs. The financing of these
programmes from the Community budget is addi-
tional to the aCTs' EDF resources.
Theseprogrammes,whichcomprisepilotprojects and
subprogrammes, cover a variety ofuseful fields: edu-
cation and training (Leonardo, Socrates, Youth for
Europe III, European voluntary service for young
people), culture and the audiovisual sector (MEDIA
II-developmentanddistribution,MEDIAII-training,
film festivals), research and development (Interprise,
BC/Net, BCC, Artisanat, Seed Capital, Europarte-
nariat, Info 2000), industrial cooperation (HRTP
Japan, topical missions).
For example, under the Erasmus subprogramme
Socrates, a student of the University of the Nether-
lands Antilles can study at Leuven or Cambridge.
Similarly, a craft enterprise in St Pierre and Miquelon
which gets togetherwith a similar firm in New Cale-
donia is eligible to applyfor Community cofinancing
when calls for proposals are issued for the Artisanat
programme.
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2.
Let us recall the two key characteristics ofEC-aCTs
relations:
• theaCTsare notpartofthe territoryoftheCom-
munity
• theirinhabitants have the nationality ofthe Mem-
ber State to which they are linked.
These twofacts determine the distinctionthatmustbe
drawnbetweenthe economic provisions oftheTreaty
and the provisions concerning individuals.
1. The main legal principle is clear enough: sec-
ondary legislation other than measures
adopted by the Council under Part Four
(Articles 131 to 136) of the Treaty does not
apply to the aCTs (in contrast to the situa-
tion of the DaM).
Measures concerning individuals, however,
concern all Community citizens (including
thoseoftheaCTsiftheyhave full nationality
of one of the Member States), namely:
• citizenship
• human rights.
Inhabitants ofthe aCTs have the right ofabode once
they have an identity card of the Member State con-
cernedandhence aEuropeanpassport. Someonefrom
NewCaledoniaarrivinginParis canfreely circulateor
workinthe otherMemberStates. Thesameholds true
for someone from Cura~ao arriving in Amsterdam.
Wallis and Futura: Vehicles and machinery supplied tothe Public Works Departmentfor a road improvement programme
financed from the 6
th EDF.
PHOTO: EC DELEGATION - FIJI
28aCTs' cltlzens will also be able to petition the
ombudsmanof the European Parliament.
3. antheeconomicfront, ageneralpointworth
making is that the aCTs will benefit indi-
rectly from the benefits generated by the
single internal market since almost all their
economic ties are with the Community.
So, indirectly, the economic fallout from the
completion of the single market and of eco-
nomic and monetary union can only benefit
the aCTs' economies.
4. Two additions of the Maastricht Treaty
strengthenedthearrangementsfortheaCTs.
• The protocol on France preserves
France's right to emit currencies in its
overseas territories under the terms of
French law.
• The declaration on the representation of
theinterestsoftheoverseascountriesand
New Caledonia: Drinking-water installation, Tiabet, Northern
Province - oneofthe projectsforming Rart ofa rural develop-
ment programme financed from the 6 h EDF.
PHOTO: EC OFFICE _ NEW CALEDONIA
5.
territories upholds the right of each
Member State to act separately from the
otherMemberStates intheinterests ofan
overseas country or territory.
The breakwith the tradition ofparallelismin
the arrangements forthe aCTs and the ACP
States signalled by the 1991 decision associa-
tion has already been noted.
In 1997, year of the signing of the Treaty of
Amsterdam, this break was even more
marked. In Declaration 36 of the final act of
the Treaty of Amsterdam, the Council is
urged to take greater account of the specific
characteristicsoftheindividualcountriesand
territories so as topromotedevelopmentand
reinforce economic relations between the
aCTs and the Union. The Council was also
asked to improve the effectiveness of the
financial instrument.A review ofthe associa-
tion arrangements is scheduled to take place
before February 2000.
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The 20 aCTs
British aCTs
19.2
OCTs8th EDF
Total in million ECU
50.3
35.3
F OCTs
-NLOCTs
DUKOCTs
Anguilla
Cayman Islands
Falkland Islands
South Georgia and
South Sandwich Islands
Montserrat
Pitcairn
Saint Helena and dependencies
British Antarctic Territories
British Indian acean Territories
Turks and Caicos Islands
British Virgin Islands
French aCTs
Mayotte
New Caledonia
French Polynesia
St Pierre and Miquelon
Southern and Antarctic Territories
Wallis and Futuna Islands
Dutch aCTs
Aruba
Dutch Antilles
(Cura~ao,Bonaire, St Maarten,
St Eustache, Saba)
Country having special links
with Denmark
Greenland
30
aCTs
8
th EDF and EIB breakdown
(mio ECU)
Indicative programmes
French aCTs 50.3
Dutch aCTs 35.3
British aCTs 19.2
Total indicative programmes 105.0
Regional cooperation 10.0
Total projects and programmes 115.0
Interest rate grants 8.5
Emergency aid 3.0
Aid for sheltering refugees 0.5
Total 127.0
Risk capital 30.0
Stabex 5.5
Sysmin 2.5
Total EDF allocation 165
EIB loans 35
Total aCTs 200Increasing financial aid for OCTs
(million ECU)
Increasing financial aid for OCTs
(million ECU)
200
150
100
50
5
th 6
th 7th 8
th
EDF EDF EDF EDF
Trends in aCTs funding
5
th to 8
th EDFs
.EIB loans
QTotal alloc.
EDF
5" EDF 6~ EDF 7" EDF 8~ EDF
(mio ECU)
5
th EDF 6
th EDF 7
th EDF 8
th EDF 8
th/7
th EDF
Indicative programmes
French aCTs 20 26.5 40.2
Dutch aCTs 20 26.5 30.3
British aCTs 20 10.5 15.5
Total indicative programmes 60 63.5 86.0 105.0 + 22.1 %
Regional cooperation 11 10.0 11.5 10.0 - 13 %
Total projects and programmes 71 73.5 97.5 115.0 + 18 %
Interest rate grants 3.75 2.5 6.0 8.5 +41.7%
Emergency aid - 3.0 2.5 3.0 + 20 %
Sheltering refugees 3.25 1.0 0.5 0.5 + 0 %
Total 78 80.0 106.5 127.0 19.2 %
Risk capital 7 15.0 25.0 30.0 + 20 %
Stabex - 4.0 6.0 5.5 - 8.3%
Sysmin 9 1.0 2.5 2.5 + 0 %
Total EDF allocation 94 100 140 165 + 17.9 %
EIB loans 15 20.0 25 35 + 40 %
Total aCTs 109 120 165 200 + 21.2 %
31Useful addresses
Tel. (32-2) 296 50 40
Fax (32-2) 295 33 37
Tel. (32-2) 2993279
Fax (32-2) 299 29 05
• Relations with OCTs
European Commission Directorate-General VIII- Development
(External Relations andDevelopment Cooperation with Africa, the Caribbean and the Pacific. Lome Convention)
Postal address: Rue de la Loi 200, B-1049 Brussels
Office address: Rue de Geniwe 12, B-1140 Brussels
Internet: http://europa.eu.int}comm/dg08
E-mail: info@dg8.cec.be
• Director-General
• Directorate C
Caribbean, Pacific and Indian Ocean
• Unit VIII/C.1 - Caribbean I
• Unit VIII/C.2 - Caribbean II
• Unit VIII/C.3 - Pacific
• Unit VIII/C.4 - Indian Ocean
Tel. (32-2) 299 30 97
Fax (32-2) 2990568
Tel. (32-2) 299 98 50
Fax (32-2) 2969843
Tel. (32-2) 296 17 04
Fax (32-2) 296 94 00
Tel. (32-2) 299 2569
Fax (32-2) 299 98 37
Tel. (32-2) 299 32 85
Fax (32-2) 299 29 15
Delegations of the European Commission
BARBADOS (for Anguilla, Montserrat, British Virgin Islands)
James Fort Bid., Hincks Street
Bridgetown
E-mail: eudelbar@caribsurf.com
ANTIGUA and BARBUDA (Barbados suboffice)
2nd floor, Alpha Bldg, Redcliffe Road
PO Box 1392, St John's, Antigua, W.1.
E-mail: ceurc@candw.ag
FIJI (for New Caledonia, French Polynesia, Wallis-et-Futunal
Dominion House, 3'd floor
Suva
E-mail: eudelfidji@eu.org.fj
NEW CALEDONIA (Fiji suboffice for the OCTs of Pacific)
21 rue Anatole France
Noumea
E-mail: rodrigov@canl.nc
JAMAICA (for the Cayman Islands and Turks and Caicos Islands)
8 Oliver Road
Kingston 8
E-mail: eudeljam@wtjam.net
MAURITIUS (pour Mayotte)
61/63, route Floreal, 'La Mauvraie', Vacoas
E-mail: europe@bow.intnet.mu
TRINIDAD and TOBAGO
16 Queen's Park West, Port of Spain, Trinidad
E-mail: eudellto@wow.net
DUTCH ANTILLES (Scharlooweg 37
Willemstad (Curagao)
E-mail: eudelant@ibm.net
ARUBA (Trinidad and Tobago subofficel
L. G. Smith Boulevard 50
Oranjestad
Tel. (1-246) 427 4362
Fax (1-246) 427 86 87
Tel. (1-809) 462 29 70
Fax (1-809) 462 26 70
Tel. (679) 31 3633
Fax (679) 30 0370
Tel. (687) 27 70 02
Fax (687) 288707
Tel. (1-809) 9246333
Fax (1-809) 924 63 39
Tel. (230-686) 5061
Fax (230-686) 63 18
Tel. (1-809) 622 66 28
Fax (1-809) 622 63 55
Tel. (599-9) 61 8488
Fax (599-9) 61 84 23
Tel. (599-8) 341 31
Fax (599-8) 34575
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